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Abstract 
In Thailand, bank subsidiaries constitute 90% of market share of mutual fund industry. The stated fact leads us to 
categorize mutual fund firms into: Bank related mutual funds and Non bank related mutual funds and try to 
understand how investors perceive and choose among the two types mutual fund. This study focuses on Long 
Term Fund (LTF) and Retirement Mutual Fund (RMF). Investors in LTF and RMF are highly addicted to tax 
advantage. So, this study investigates more on investors’ portfolio as if holding period of LTF is extended from 5 
to 10 years. The results show that determinant factors for choosing between bank and non bank mutual fund are 
the perception of convenience and confidence toward them. Extended holding period causes investors to allocate 
less into LTF and RMF (28.22% to 22.82%) which is 19.14% drop in LTF and RMF. This implies a loss of large 
amount of asset under management. 
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1. Introduction and Literature Reviews 
The study started with the question about what drives popularity in mutual fund, especially Long 
Term Mutual Fund (LTF) and Retirement Mutual Fund (RMF). Long Term Equity Fund or LTF was 
created to increase the number of institution investors to help stabilize fluctuation in stock market. LTF 
has established in 2004. In 2009, LTF provides three-year average return at 11.66%. The maximum 
yield is at 34.3% and the minimum yield is at -25.74% while the market return index is at -5.45%. 
Retirement Mutual Fund (RMF) aims at promoting long term saving, well-being of retirement life for 
individuals. This kind of mutual fund poses itself in the gap of provident fund which has the common 
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purpose but is not available for everyone. Among 21 firms in mutual fund industry, there are 7 firms 
which are bank subsidiaries and they constitute 90% of market share of mutual fund industry. In this 
study we will categorize mutual fund firms into: Bank related mutual fund (BR) and Non bank related 
mutual fund (NB). We start with the two popular mutual funds layman investors mostly hold which are 
RMF and LTF. Research department of Stock Exchange of Thailand (SET Research) reports that bank 
subsidiaries mutual funds sell their products mainly via commercial bank branches. They used their 
present distribution channel which helps them reach investors in large scope and scale. On the other 
hand, non bank subsidiaries focus on creating innovative products but due to their fewer distribution 
options, their competences are far less than bank related mutual funds. 
We introduce Prospect Theory (Kahneman and Tversky, 1979) to take our reader to the point where 
the diversion from traditional finance emerges. Almost all models of the stock market explained that 
investors evaluate risk according to Expected Utility. But, a long listed of experimental evidence shows 
that people systematically violate Expected Utility. Comparing expected utility from expected utility 
(EU) and prospect utility (PU), we have 
 
   :EU pU W x qU W y     (1) 
       :PU p V x q V yS S   (2) 
 
Key distinctions in prospect theory are as follows: (1) the carrier of value are gains and losses, not 
final wealth levels. (2) V(.), prospect utility, has a kink at the origin which allow a great sensitivity to 
losses than to gains of the same magnitude. (3) The factor behind this kink was called “Loss Aversion” 
which makes the shape of V(.) to be concave over gains and convex over loss.  
Behavioral variables in this study are Overconfidence, Mental Accounting, Self Control, Loss 
Aversion. Overconfidence: Barber and Odean (2001) found that people believe that they have 
sufficient information to make a trading decision while their information is far from guarantee the 
satisfying result. People who are overconfidence will trade more and that results in the lower returns on 
average since they incur more transactions cost. Mental Accounting (MA): Thaler (1985) described this 
term as the set of cognitive operations used by individuals to organize, evaluate, and keep track of 
financial activities. Investors with MA labeled the sources and uses of funds as in real life (Kadir et al., 
2011). Expenditures are categorized and spending is constrained by implicit or explicit budgets. MA 
Investors concern the frequency of which accounts are evaluated. Loss aversion: Prospect theory, 
introduced by Kahneman and Tversky (1979), illustrated how people respond to the prospect of loss. 
When giving a chance for people to choose between (1) accepting a sure loss of 10000$, or (2) taking a 
chance where there is a 75 percent of losing 10000$ and 25 percent chance of losing nothing. Most 
respondents chose the latter which implies that people hate loss. This is called “loss aversion” and 
Kahneman and Tversky found that a loss has about 2.5 times the impact of a gain. Self Control: The 
stated phenomenon was studied by Thaler and Shefrin (1981). They suggested that the needs of the 
present make them consume according to their emotion which caused them loss the ability to perform 
sufficient self-control. People feel the temptation to satisfy their needs now, while they pay less 
attention to their future needs.  
2. Field Study 
To conduct this research and make it reflects more precise picture of what investors concern, we 
interviewed 20 people from different background of academic, jobs and income. Interviewed investors 
are of Engineering, Accounting, Law and Finance field. They are from different operation level which 
ranges from operator to manager. Their base salary is between 30,000 to 120,000 baht. They all buy 
LTF and most of them calculate how much they have to buy each year to gain maximum tax advantage. 
Investors love to claim themselves as conservative investors who want to earn more money without 
risk their money to loss at any cost. When it comes to investment, they seek the most safety choice. 
LTF can satisfy them by giving them more money, tax advantage, when investors choose to hold it. 
From some sophisticated investors, they explain to us that bank subsidiaries mutual funds have 3 
advantages over non bank which are (1) current bank account held by investors: investors are likely to 
invest more in the fund of bank subsidiaries of their current bank account. (2) Branches: investors who 
familiar with going to bank for their financial transaction are also prone to hold mutual fund of bank 
subsidiaries. (3) Proximity: From senior investors, they do not want to go the distance to have their 
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transaction. They choose the nearest mutual fund office, the one that is closet to investors’ office.  
Sophisticate investors think more and invest with strategies. They do not just rely on mutual fund to 
help them have more capital gain or dividend.  
3. Model Selection and Results 
3.1 Variable list:  
1) Socio-economic factors 
 AGE = age of investors  DGEN = gender 
 DEDU = Education level DFLD = field of study 
 DSAL = salary   DXPN = expenditure 
 DRAG = expected age of retirement 
2) Behavioral and Financial knowledge 
 DRA = risk aversion  DOC = overconfidence 
 DMA= mental accounting DSC = self control 
 DAI = active investor  DRC = retirement plan confidence 
 DKNW = financial knowledge 
3) Experimental Dummy 
 D = extended/ un-extended LTF holding period  
4) BR and NR characteristics 
 BNCONV= Convenience of BR over NR      BNCONF= Confidence of BR over NR 
5) Asset Choices 
  Y1= LTF and RMF  Y2= risky asset (Stocks) 
     Y3= secured asset (bond)  Y4= cash 
3.2 Zero Inflated Poisson (ZIP) 
 From survey data, Collected Data are of Count Data type that has variance greater than mean 
was called Overdispersion. From data set, we find that there are many zero in each type of assets 
investors chose which means zero-inflated problem arise. Zero-inflated Poisson model plays a role by 
combining two features of Logit and Poisson, Logit was used to model zero data and Poisson was used 
to model count data. Count Data is defined as Non-negative integers which represent the number of 
occurrences. To analyze this data set we start with OLS to have a rough idea of the significances and 
interaction between explanatory variables and dependent variable. Later, we investigate the data set 
with Poisson as the most basic model for count data. Many explanatory variables become more 
significant when looking through Poisson model.  By plotting the data, we found that most of the 
dependent variables are highly skewed to the right. Furthermore, the data are populated by a massive of 
zero data. So, it is naturally convinced us to fit them again with Zero-Inflated Poisson Models (ZIP). 
From the belief that excessive number of zeros may come from different DGPs. ZIP allows us to model 
each process separately. 
The general form is as follow: 
 
 
  (3) 
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For counts data: 
 
  (9) 
For zero counts data: 
 
  (10) 
3.3 Results 
Results show that determinant factors for choosing BR or NR are the perception of convenience 
(BNCONV) and confidence (BNCONF) toward BR and NR. Marginal effects of BNCONF and 
BNCONV over the probability of choosing NR are -11.17% and -4.54%.  
 
TABLE 1: UNIVARIATE ANALYSIS 
 
Variables Category Amount Y1 Y2 Y3 Y4 Variables Category Amount Y1 Y2 Y3 Y4 
AGE Intermediate 141 16.816 28.504 18.473 36.208 DBNCONV Low 37 25.090 18.559 20.901 35.450 
Middle age 53 20.277 19.937 23.679 36.107 Medium 140 15.400 26.457 19.757 38.386 
Retired 16 21.563 15.000 23.229 40.208 High 33 21.404 28.030 20.970 29.596 
(F-test) 1.880 12.200 4.620 0.400 (F-test) 9.090 5.410 0.240 3.570 
DGEN female 108 17.318 21.377 21.367 39.938 DOC Low 36 19.056 18.667 21.759 40.519 
male 102 18.827 29.480 18.859 32.833 Medium 139 18.825 24.343 21.293 35.540 
(T-test) -0.815 -4.225 1.581 2.999 High 35 13.943 36.000 13.952 36.105 
DEDU Undergrad 112 16.268 23.774 17.753 42.205 (F-test) 1.980 15.080 6.220 1.200 
Grad 98 20.088 27.071 22.888 29.952 DSC Low 52 22.115 24.295 19.968 33.622 
(T-test) -2.065 -1.696 -3.252 5.236 Medium 142 16.373 25.380 19.387 38.859 
DFLD Non-fin 94 17.053 24.567 17.837 40.543 High 16 19.729 28.021 27.500 24.750 
Fin 116 18.859 25.917 22.023 33.201 (F-test) 3.650 0.430 3.610 5.840 
(T-test) -0.970 -0.691 -2.635 3.084 DAI Low 38 21.842 13.202 20.965 43.991 
DSAL Low 177 18.348 25.418 19.132 37.102 Medium 132 17.798 25.470 19.909 36.823 
High 33 16.455 24.747 25.606 33.192 High 40 15.283 36.300 20.167 28.250 
(T-test) 0.744 0.251 -2.987 1.194 (F-test) 2.400 28.560 0.120 8.350 
 
Experiment shows that investors allocate less into LTRMF (28.22% to 22.82%) which is 19.14% 
drop in LTRMF. While they increase asset allocation in risky asset (19.63% to 20.78%), secured asset 
(14.90% to 17.15%) and cash (35.98% to 37.18%). Experimental results shed some light on the effect 
of double LTRMF holding period that investors will tilt away by 19.14%, which implies a loss of large 
amount of asset under management (AUM). 
 
TABLE 1(CONTINUED): UNIVARIATE ANALYSIS 
 
Variables Category Amount Y1 Y2 Y3 Y4 Variables Category Amount Y1 Y2 Y3 Y4 
DXPN Low 116 15.923 25.650 19.453 38.974 DRC Low 26 23.462 11.987 20.000 44.551 
High 94 20.728 24.889 21.025 33.358 Medium 144 17.843 24.667 20.171 37.319 
(T-test) -2.590 0.389 -0.984 2.349 High 40 15.283 36.300 20.167 28.250 
DRAG under40 182 17.399 25.947 20.035 36.619 (F-test) 3.000 25.890 0.000 7.710 
higher40 28 22.286 21.190 20.893 35.631 DMA Low 53 20.723 16.447 22.484 40.346 
(T-test) -1.798 1.667 -0.367 0.282 Medium 144 17.250 28.083 19.014 35.653 
DKNW Low 43 14.372 17.132 21.589 46.907 High 13 16.026 30.769 23.205 30.000 
Medium 118 20.071 24.508 19.867 35.554 (t-test) 1.460 14.910 2.260 2.420 
High 49 16.415 34.429 19.565 29.592 D Un-extended 140 15.767 26.467 21.279 36.488 
(F-test) 3.340 18.730 0.430 12.330 Extended 70 22.619 23.005 17.890 36.486 
DBNCONF Low 27 13.074 34.815 12.160 39.951 (t-test) -3.521 1.683 2.017 0.001 
Medium 155 17.989 25.105 20.475 36.430 
High 28 23.190 17.298 26.048 33.464 
(F-test) 3.950 11.050 10.570 0.970 
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POISSON-COEF Y1 Y2 Y3 Y4 ZIP-COEF Y1 Y2 Y3 Y4 
DRA 0.002 -0.071* 0.036* 0.003 DRA -0.016 -0.025* 0.032* 0.003 
DOC -0.766* 0.990* -0.723* 0.150* DOC -0.803* 0.651* -0.403* -0.098 
DSC -0.282* 0.208* 0.221* -0.160* DSC -0.267* -0.069 0.098* -0.311* 
DAI -0.124 0.393* -0.192* -0.071 DAI -0.177* -0.190* -1.076* -0.060 
DRC -0.468* 0.452* 0.432* -0.349* DRC -0.482* 0.341* 0.318* -0.319* 
DMA -0.039* -0.085 0.147* -0.133* DMA 0.161* 0.241* 0.547* 0.308* 
AGE 0.014* -0.023* 0.003* 0.006* AGE 0.014* -0.030* 0.002 -0.006* 
DGEN 0.120* 0.132* -0.187* -0.054* DGEN 0.159* 0.084* -0.188* 0.041* 
DEDU 0.261* -0.019 0.285* -0.228* DEDU 0.221* 0.008 0.371* -0.005 
DFLD 0.037 0.144* 0.150* -0.174* DFLD 0.029 -0.014 0.208* 0.062* 
DSAL -0.185* -0.079* 0.275* -0.045* DSAL -0.302* 0.137* 0.151* -0.159* 
DXPN 0.245* -0.026 0.105* -0.167* DXPN 0.129* -0.061* 0.057* -0.006 
DRAG 0.055 0.168* -0.004 -0.159* DRAG 0.083* 0.020 0.237* 0.056* 
DKNW 0.380* 0.494* 0.004 -0.519* DKNW 0.318* 0.719* 0.066 -0.326* 
D 0.361* -0.140* -0.173* 0.000 D -0.213* 0.056* 0.140* 0.033* 
CONS 2.618* 2.424* 2.774 4.322 CONS 3.250 3.272 2.870 4.495 
Note: * denote 5 percent significance levels 
 
Overconfidence also exhibits a significant effect on the portfolio in the experiment. On LTRMF, 
investors with average level of Overconfidence will hold 25.50% and investor with a highest level of 
Overconfidence will hold 18.34%. The more investors trust their own decision, the less they let mutual 
funds decide for them. On Risky Asset, average overconfidence investors hold 20.19% while the highly 
overconfidence investor hold 29.52%. On Secured Asset, average overconfidence investors hold 
15.98% while highly overconfidence investors hold 13.61%. Self-Control factor has significant effect 
on LTRMF, Secured Asset and Cash. Asset allocation in LTRMF was dropped from 25.69% to 22.78% 
from average self control investor to highly self-control investor. Secured asset holding dropped from 
15.71% to 18.26%. Cash holding dropped from 37.13% to 31.97%.  
4. Conclusion 
 The result from Poisson model shows that investors tend to choose BR over NR due to perception 
of two distinctions characteristics of companies which are Confidence and Convenience. These two 
factors have a negative relationship with the chance of choosing NR and the effect of Confidence is 
stronger than Convenience. This study shed some light and being a more supportive evidence for this 
field of study. Experiment helps us see clearly that if we let investor choose under certain condition, in 
this case: extended holding period of LTF, investors who susceptible to different level of behavioral 
factors response to the situation differently. Behavioral factors, which are overconfidence, mental 
accounting, self control, risk aversion, play their part significantly over investors’ decision.  
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